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turn, should shy away from undue subsn—
dies which besides encouraging resource

more satisfactory and sustainable eco-
nomic growth rates.

though understandable given present lev
eis of unempioyment, musi be resisted

What should be the LDCs" engine of growtii?

Exiracts from the Janewny lecturgs on
“The evolution of the international sco-

nomic order’” given by Sir W. Arthur
Lewis at Princeton University {U.S.ATTin

Niarch 1977 TToTossoT Lawis will be one
of two speakers at the forthcoming
annual iecture program oi the Per
Jacobsson Foundation. The lecture pro-
gram is scheduied 1o take place on
Sunday, Sepiember 25, 1977 at 2:30
p.m. in the atrium of the Fund’s head-
guarters buiiding in Washington, D.C.

The final element of the international
economic order | wish to consider is the
dependence of the developing countries on
imports into the developed countries for
therr engine of growth, Wien the devei-
oped countries are expanding, as in the
thirty years up to 1913, the deveioping
countries move ahead; when the devel-
oped are depressed, as for practically the
three decades which included the twe
worid wars, the developing are aimost at
a standstiil. And when the deveioped
revive and grow faster than ever, as
between 1950 and 1973, the developing
also grow faster than ever. . ..

This sort of dependence is inconsistent
with one of the objectives of the developing
couniries, namely that their per capita
incomes shouid grow faster than those of

the developed—that the gap between
siandards of iiving be narrowed, and
ultimately eliminated. | think most peopie
interested in international relations would
welcome the narrowing of the gap,
whether they are rich or poor. But consider
the effects of the link. Theoretically, one of
the simpler ways of narrowing the gap
would be for the richer countries to grow
less rapidly, as their environmentalists are
urging them to do. But if the richer
countries grow less rapidly, the poorer
couniries will grow iess rapidly too, and
will indeed get the worst of the bargain,
since the terms of trade wiil move against
them. ..

When the LDCs switch from exporiing
primary products to exporting manufac-
tures to the rich countries they exchange
one dependence for another. The potential
scope is much wider. There is a iimit to the
amount of tea or cocoa or coffee that the
rich couniries will buy, but with exports of
manufactures from LDCs standing only at
8 per cent of worid trade in manufactures
in 1975, potentiaily unlimited growth is
available in this area to LDCs over the next
decade or s0. . ..

The fact is that the LDCs should not have
to be producing primarily for deveioped
country markets. in the first piace, they

couid trage more with each other, and be
less dependent on the deveioped countries
for trade. The LDCs have within them
selves all ihat is required for giowih,

if there is going 1o be an exception to this
underiying dependence, it is going to oe in
the area of foed. Currently ihe LDCs have
enough land to feed themseives f iiiey
cultivate it properiy, hut their popuiaiions
are growiny apidly, and this may not
always be go. if population nveriakes {ood
supply in Asia, the Asians wn. .00k to the
rest of the worid for cheap food Il this is
not forthcoming they wiil alvosi certamly
look for iand. Three centunes agn dorth
and Souih America, Austraiia anu Afnca
were emply continents, The worid's
population was concentrated in Eurape
and Asia. The Europeans seized the two
Amernicas and Ausiralia, and comimencer a
rapid peopiing of these continents, to the
exclusion of Asians. They also taught the
Asians how to bring about » popuiation
explosion. Now that the Asians have
followed their exampie and donbird the
rate of growth, they tou need mare spare.
This will not be a probier il the Asians
quickly controi  their growin:  of i
agricultural technology improves aven
faster than we expect; or if Europa ana the
Americas can ieed the Asians cheaply, and
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should siress thai oniy in this manner the

10 N8 aa,ustmeant pracess, ims condi-
tionaiity is based on an assessment of the
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the expansion of worid trade, maintaining

time. Policy instruments are then geared to

take Asian manulactures in return, Other-
wise, the prospect for intercontinental
peace in the twenty-first century is not
good.

... Wekeep telling LDCs that they should
form customs unions to enjoy the benefits
of regional integration, especially in co-
ordinating their industrial development,
They iry to do this, and have produced a
series of integration treaties, in Latin
America, Central America, Andean Ameri-
ca, West Africa, Cast Africa and South East
Asia, ail of which are in deep troubie. The
two main reasens are well known. First,
each country wishes to produce for itseif
ihe whole range of light manufactures, so
it is realiy oniy a few large-scale heavy
industries that are in practice eligible for
Integration, and over these there is much
quarrelling. Secondly in every region sorhe
couniries are more advanced than others,
and benefit more from integration, at the
expense of the others. So the agreement is
unstabie.

Actually, up-and-coming industrial na-
tions do not depend on protection in the
tnarkets of impoverished neighbours. They
go where the market is, namely in the rich
countries. . . . The up-and-coming indus-
trial nations of the next two decades, ied by
Brazil, Mexico and india are going to make
their way primarily through trading with
the richer countries rather than through
trading with the poorer. The parceiling of
the worid market into a sel of regional
enciaves has some merit if the deveioped

PR .

tional community’s desire to maintain and
indeed enhance the Fund's roie at ihe
yol the international moneiary sys-
240671 ernational monaiary sy
tem for the benefit of all its member
countries,

countries close off their markets to the
manufactures of deveioping countries, if
not, it will not survive except where it is
cemented by strong political considera-
tions, as in Western Europe.

In any case the individuai LDC does not
have to be so dependent on exports in its
development strategy. it should ook more
to the home market. What iimits industrial
production for the home market is the
smail agricultural surplus of that 50 per
cent or more of the labour market which is
engaged in growing food for home con-
sumption. Transform this mass of iow
level productivity and the whole picture
changes. The LDCs cease to have to import
food, and instead penetrate the rising
world market for cereals, beef and feeding-
stuffs. The factoral terins of trade move
dramatically in favour of the traditional
tropical agricuitural crops, and the home
market for industrial products and high
level services becomes the engine of
growth. These countries on becoming
richer wouid do absoluteiy more trade than
they do at present, but it would be more
varied, and wouid also be in smaller
proportion to national income, if the import
propensities of today’s rich countries are
any guide.

In sum, international trade became
an engine of growth in the nineteenth
century, but this is not its proper rols.
The engine of growth should be tech-
noiogical change, with international trade
serving as lubricating oil and not as fual.

The gateway to technoiogical change is
through agricuitural and industrial re-
volutions, which are mutuaily dependent.
international trade cannotl substituie for
technological change, so those who de.
pend on it as their major hope are doamed
to frustration. The most imporiant item on
the agenda of development s to transform
the food sector, creale agricuitural
surpluses to feed the urban popuiation,
and therehy create the domestic basis lnr
industry and modern services. If we ran
make this domestic change, we shali
automatically have a new international
economic order.
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